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ARAB REPUBLIC OF EGYPT

May & 2020

EXECUTIVE SUMMARY

Comtext. The TOVID- 19 pandeenic has deastically dsrupied peophe’s Svey Ivelihotds,
et poonom conditions. Growth is sapected to siow considerably = both 201020 and
S020/2Y 2% toLm 5 30 & SEaNESEE and domedtic sctivity is expected o significantly
sow. The external acCounts are xpectnd %0 detericnaie Som portfolia cutfiows and the
SHOC 1o touri and remitiances, resulting in an ergent balance of paymnerts need

Purchase under the Rapid Finanding Instrument (RFT). "he authorities have
requesied & porchase ender the BF of 100 percent of quots SOR 20371 millor) %o
sheviate e ungent balance of paypments reed. The pandemic and globad shock pose
rmavsediate and severe sconomic disnuption that could negatively imeact Fgypt's haed
WO MBCTOECOROMK stabdity if not addressed Wisle mamrmaen access under a0 RFI wil
5t leave 3 fnancing gap. 1t will case nrediate fnancing needs. The sutharities have

requested a foliom-an Stand-By Arangement, while siso seeking financing from other
mubilateral and offia biiatersl (redaoey

Poliches. The suthcoties lmnched 3 Droad Poicy MEpOne %5 Coman B ecincm
impact of the shock Fiscal monetary, and Rnancial sector measures weee aanounoed 1o
ey haalth sactor alscptineg, cushsn the Seatdy mpacted swdtors, svd sspand
PPt 10 the poor 3nd vuisendie. The Contral Bank of Egypt Ras intisted mesvured %5
ease poessunes n dormestic Squidity snd credit conditions. Discussions agreed thas Sscal
PpOiCy Ihauld prioriire heolth auds, St the MaCOONoMES Impact and sddress
vocal needs. and stressed thar spenSng measures shoulkd De timely, temporey,
trgeted, and trivaparent. Exchange rate Sebiity is otcal as 3 shock absodber, and
MOTRtary Stance ol continue 1o erdure fow asd stable infation and mainitan polcy
credibiity. Resuming debt reduction will be estential once the crigis passes

acoess (EA) and debt sustainability. The authorites fpveralis trak

Bed and orsrnient %0 strong poiices 1hauld support 2 solid sebound after e
iy avd market aC0evs 36 conSBONS nomalize. The St it incressed nesr-term
tites, and sta¥! astestes St Egypt's public debt remaems sustainabie Dut not with hagh
probabifity. The proposed RF Snancing requines EA, and staff ssetses Egypt to meet
the critens for TA saleguards for the fll 100 percant of quots. Alse, Egypt's capscity ¥
repay the Fund is adeguate. Seaff therefore recommends approval of Taypt's regusst doe
# putthase under the RF | of 100 perceat of quots [SOR 2 037 1 mian)
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DOCUMENT OF INTERNATIONAL MONETARY FUND AND FOR OFFICIAL USE ONLY

EXECUTIVE
BOARD
MEETING

EBs/20/91

May 4, 2020

Tex Members of the Executive Board

Frome Thie Secretary

Subject Arab Republic of Egypr—Request for Purchase Under the Rapld Financing

Soard Action: Executive Directors’ consideration (Foemal)
Tentatve Board Date.  Monday, May 11, 2020

Publication: Yes*

Questions Ms. Ramalkaishnan, MCD (et 35413)

Mr. Gigineishwill, MCD (ext. 34046)
Mr. Gaertner, MCD {ext. 37390)

Document Transmitts!  After Board Consideration—African Development Bank, islamic
in the Absence of Development Bank, World Trade Organization

an Objection and in
accordance with
Board policy:

“The Secretacy’s Departmant haa bews rotified by the suthcrities that their explich consent i required
prior to the publication of Boend documents. AL the time of Cetulation of this paper 10 the Board, the
suthorities have indiceted that thay comant %0 the fund's publication of this sepes.
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Approved By Virtual discussions took place during Apnl 28-29, 2020, The stelf

Juha Kikktnen and teams comprised Uma Ramakrishnan (head), Deakabu Kale, Matthew

Petys Koeva-Brooks Gaertner, Nikoloz Gigineishvil, Suchanan Tambusdertchal {(all MCD),
Geoffrey Keim (SPRI, Emine Hanedar (FAD), Constant Verkoren
{MICM), Sald Bakhache {Senice Resident Repeesentativel, and Karien
Badr (Resident Representative Ofice). Ms. Abdelati (DED) also
participated in the discussions. The tean met virtisally with
Moharmmed Maalt, Minister of Finance: Tarek Amer, Governor of the
Central Bank of Egypt and other senicor officials,

ONTENTS

RECENT ECONOMIC DEVELOPMENTS _ 4
IMPACT OF THE SHOCK 4
POLICY RESPONSE 7
DENT SUSTAINABILITY G
MODALITIES OF SUPPORT 10
STAFF APPRAISAL — S — L
TABLES
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B RECENT ECONOMIC DEVELOPMENTS

1 fgypt achieved a remariable tursarcund prioe 10 the COVID- 19 shock, caerying out &
succenstul reforen program to correct large external and domaestic imbalances. but challenges
remained. The authorities’ 2016-19 progesm. supported by the arangement under the Extended
Fund Facifty [EFF) ivglemented bold sconomic measunes, including Sberalization of the exchange
rate, removal of mont fuel grice submidies, and substantial fiscal corsolidation 1o ensure pubibc det
sanabiny Fuce wrengs were pirtly Wifaed 10 strengthen soCis protection 10 sase the burden
of sdipanerint on the poor, sod relonms were intiated in multighe stroctunsd aness inchuding
stabdization, accompanied by 3 recovery in rowthy, empioyment, snd market confidence. ind a
sharp dechine in publc debt. However, chalienges remisin parSicslarty in addreiting poverty snd
inequality. Since the £FF's condusion, the authorities Save been ihowing neadiness % embiark on the
oeat weave of nefoes 30 aeteench MBCrOsConOmsc stability and Suier advance structural refcems.
iuding Srengiiening COmpettion snd leveling he playing Seld for 5 sctnomic stakeholders,
rproving access to finance and nd, 3nd eehancing facal tramparency—to achieve sustsned

2. Macroeconomic perfermance remained favorable foliowing completion of the £FF
Ral GO increased $.6 percent fyear-on-year) in the first half of 2019720, supponting & sheady
decloe v unamployment 10 § percent, whie twebve 2nonth CoRGUMET Drice NTlIton siowed 10

§ percent in Maech 2020 from 14 percert in May 2019 istematonsd resesves 3t end Febousey were
at USEAS Billicn {125 percent of the 224 matric), while 3 privvay Sscal swpius of 2 percent of GOP
was projected 10 keep public delt on 3 downwied rajeciory. Frsncial erarbet conditions also
cortinued 10 mprove Beoigh eady 2000, with T-b# yields decining 1o Beir lowest level since sarly
2016 and Egypt segilarly accessing termational capitsl marioms.

SRR IMPACT OF THE SHOCK
1 The COVID- 19 m~ Reéramt ol AT TH a0 ST v g S s L
drasticaldy wnpaired economic - o
Condbons. with Egypt experienting - aw T
significant pressure as the vires spread. I -
Confierned cases have been rislng (5537 - ; il
a5 of April 30§ as has the death soll (392 - Fie W e
To mitigate the spread, the authorties . e
have 3e? U testing Centers, mpoed 3 . A
partisl curfew, halted 3l air travel, . - A
sutpended schools and wiversifes, | " " Wl s
closed Ristorical sies, places of worship, | SERTTEREETRIRRERResEy | TROERR
restaurants, and entertainment S Pt e e - B oy

ey
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establishrments, and encouraged chal sevvants 10 work from home in non-essential sectors. Toursm
was brought to ae immediate standstifl, while turbaient globasl market conditions have Tesulted in a
significant reverssl of capital flows, althoegh outfiows have siowed significantly in recent weeks.

4+ The impact on the near term macroeconoemic outiook is expecied to be signifecant. Tre
buffers busit during the EFF have put Egypt in 3 SIFOnG POREion 10 confront the Crisis, but the
ecanomic impact is Heely 10 be sizable. in addition 15 the impact oo Sourkn and other exports,
termittances are Hoaly 1 b hit haed, and domestic activity is expechind 10 slow significantly #s & result
of the comtairement measures 10 slow the spread of the virus. The crisis could also particularly afect
the Iveifoods of the poor and vuinersble and those in the informal sector.

= While forecoits are subject to higher than usuel uncertointy, the impoct from both supply ond
demand ibocks & lkely o be severe. A significant economic contraction is projected in Of of
FY19/20 and QY of FY20/21, resulting in a dowrwand revision In real GOP growth 1o 2 percent in
019720 snd 2.8 percent in 2020/21. Unemployment is also Bely to rive, particufady from the
Sharp siowdown in tourism A strong rebaound is currently projected im 2021722 sssaming
dormestic activity stants to normadze; & full recovery in toursm to pre-COVID Jevels may take
Jonger as health concerns may continue o weigh on intermational travel.

COVID-19 Related Revisicns to Projections
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Public finonces are likely 1o come under significant pressure. With: budget dacussions ongong
could decline from the budgeted 2 percent of GOF 10 1.4 percent in 2019720 and ¥ pevoent in
2020721, reflecting higher spending to contain the impact of the shock. As & result, public debt
is projected 1o rise from 84 percent of GOP in 2018719 to 91.5 percent in 2020/21, compared
with & poe-COVID projection of 79 percent for 2020/21, Debt s sxpected 50 resume its
downward trajectony from 2021722, o the crigis abates.

*  Finonciol sector remoins stoble, but the crisis poses rigks. As i Gther countriey, the eonomic
slowdown could adversely impact banks’ loan portfolion. possibly resulting in higher
provisioning charges, lower sarnings, and tighter Equidity conditions. However, the banking
systern is redatively wall postioned 10 handle stress, with most recent data showing that, at an

aggregate level the banking systern is liquid and well capitsliized, with strong profitability and
asvet quaity.

. TIe EXTErNaT STHOCK Creates an WQenT DAIaNce OF PAYIMENTS NEea, TNE SITermal Daance
expected 10 deteriorate from portfolio outflows, weaker FOL the shock 10 tourism, and weaker
remittances. The external financing gep s estimated at roughly $9.2 billon in FY19720 and

$4.5 Bitlion in FY20/21. Staff assesnes that the balance of payments need s immediate, with Egypt
having aslveady fost more than $5 bilkon in resecves in Maschc furthwr rapid reduction could
undenmine confidence and generate urwarrasnted economic ingtsbility.

i MNeeds and Sourtes

£
legee & sepebniit zi:i!_
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BN POLICY RESPONSE

6 The authorfties have lsunched 3 comprehermive paciage 10 Contain the sconomic
Impact of the COVID- 19 shack. A package for £GP 100 Sillon (1.8 pascent of GOF) of flscal
monetary, and Snancial sector messures has been announced. ' Wiile the entire set of measures
underlying the patkage have not ol been announced, the curent facal package includes increased
Mocations 10 The heal® sectior snd & range of soessures 10 cushion the Impact on MmOt severely
impacted sectons {see table). In addtion, social support for the poor snd wulnersbie b been
expanded, wth the comrage of the targeted cond®ions! cash varafer programs Taketul and Karame
scsbedt UP 1 resch sddivioms] G000 10,000 famiins 45 8 totsl of 3 8 sillion be=iies  Addmionsi
rmeaseres e under corsideration in the conten of the FY20,27 budget.

Fisial Mmammerns 0 Rtsgumese tn Soohd 1Y
Flacal Com
Wesocwe 1 povoes of M

ANdng W medcal BGAPTETt M0 LGHRA W W Rt SrTgruiey Ve Jofi Teat (el
B Gyl s T AT Paeta LBk ¢ sl aoeids

¥ dlecioty sk rateu pan et R SdLabes

Proe mort® deerw of pragerty tax ey Term

rorema £ Do shaw of prodcton 1 Aty e Toren et can e B0k B e Sormen e Makar
Sutsehy pay B2 Ry erporter

B ekt Pesbdey oo Oropety teewe ¢ Selera of goeryret toon Be (W Ot pechon

Prwe rrord® Cash prpreerd 10 woftery tpecied by e s

7. Staff agreed thet the immediste focus of fiscal policy should ba o forcefully tackle the
health ssve, limit the macroeconomic mmpact, snd address sodal aeeds. There was agreement
that crisis spending measures thould be trnely, ransparent, Terorsry. and Mrgeted ot Te secion
most affocied by e pandemic, including higher hoalth and social spending. Gives Smed Sacsl
space, staf! noted that restoring the primary surpius 10 2 percext of GOP as conditions noemeiine
from 2021/22 will be essential 10 resure the downward trajeciory of public debit. The suthorities
agren that reduction i the debe will need 19 be Purtued once facovery i underway. In this regand,
20 further support newenue sobBoation, the suthorities sre committed to amending the medium-
term revenue strategy 10 reflect the new sconamc ervironment cwated by Covid- 19, inclading
theough support from BMF capecity developament Thers was 850 sgreemect that reducing gros
fisecing seeds and lowerding roliover risk i & oritical ebjective for delit suttainability. staf¥ noted
that it would meed to be underpinned by updated strategies for meciurm tenm Gt ManageTent

" The sreenarced packinge b cormponenty That 40 et Mave 3 Srect Sl rrpect and same wpending teens et
e slreadly Oued & the Budiget o realincated bom oty parts of the budges,




V¥ YoXe u ek gl 8 €0 2amll — doan )l 30 2l

ARAS BEFORUC OF EGWY

L Yransparency and accountability of emergency spending will e nportant it o
expectod that the proposed purchase from the RFL will be made avaiable for budget suppon [iee
also Y170 To enpure Sransparency, the suthorities are committed 1o pubiisiing docurmentation on
Government procunement plans and swarded contracts for the emengency responses o COVD- 19,
incloding the swarded companiss and nlormation on beneficial ownership information, @ line with
spending Inchuding ex-post validation of spending. snd publish the results after the end of the fscal
year a5 required in the constitutional mandate.

L 3 The Central Bank of Egypt (CBE) has also introduced & series of measures 1o support
liquidity and credit conditions. Wirh infistion sasing and expectations anchored within the CBF ¢
target (of $+/- 3 peccent), the CBE reduced the policy interest rate by 300 basis points to

925 percent in med-March to help support economic activity and alieviate pressures in domestic
mmmmwwwmm.mn
rescaeums, it Thae, wi Y b sl Gt e mc i ang e cate ol stibe le the combet of
the sboupt aed thwm Repayments under existing credit facilities for
all customens were automatically postponed for & pedod of st manths, and the preferential interest
rate under CBE -supponed lending schemes was reduced from 10 10 § percent. 1o forestall an
increase in doflarization, termporary dadly limits for withdeawals snvd cash deposits were introduced
(these limits were subsequently raised), and bwo state banks issued EGP [100] Billion in high-yield
{15 percent) locsl currency deposit certificates. in addition, Smils for mobile payments were
ncreased and & niew ettt reliet initiative was introduced for individuals with overdue payments on
debes undler EGPE ssllion. The CBE also announced & stock-purchase program 10 support the
daomestic squity market during the crigis, wiich the sutharities noted woulkd be administered by
partfolic managers under strict guidelines 16 prevest conflict of interest and was not yet utilized.

10. A pause 10 additional monetary policy sasing would be advisable until the impact of
the latest easing becomes clearer. Scope for further easing reeds to carefully weigh the tradectfs
of its impact on inflation vis-&-vis potential additional capital fight that may create eschange rate
pressures, which may in s fuel inflation. The CBE noted thelr commitment to respond 1
developenents in inflation, The suthorities are carefully monitoring developments and recognise that
across its vanous policy actions.

1L Exchange rate Sexibility is & critical shock absorber. Despite significant portiolio
outfiows, the pound has depreciated by Jess than 2 percant since end-Felwuary, The suthorities
agreed that the exchange rate should Sexdbly adjust to market forces with FX intervention Srited 1o
contain disorderly market conditions: they ane commitiad 10 allowing twowiy movements besed on
FX demnand and supply.

12, The C8% agreed that banks should engage with heavily affected borrowers 1o alleviate
near-termm strosses via targeted loan modifications. While the ternpoarary moratonium on oan
wtmwmwmdhmkukmwmm
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recuce moeral hazard and contain costs 1o the banking systen. To PPN strucheings and boost
the prowision of credit 1o the real economy, consuderation (oukd be given 1o aliow banks 1o
ternpararily deaw down thelr financlal Buffers (e.g., capitsl consenation bulfer), subject 10 the
praparation of credible restoration plans. Banks shauld continge 10 strictly spply loan diaefication
rules and provisoning requinemants, snd clossdy stteds the creditworthiness of thesr bosrowars—
Sipecially those that benefit Sam termgonsry contessions. Enbancing reponing of sset quality
trends and padormance of restroctiuned loans Couls hlp ermune aciurite monitoring of underlying
winerabdities. S1aff also encoureged accelerating e enactment of the draft Comral Sank s
Banking Sector Act

13 The swthorities reiterated their commitment to continued implementation of
structural reforms to support more inclusive private sector-led growth a1 the crivis abates.
Sl agreed Tt cace recoviry s undersay addrenting Broader structursl refirmg—induding
strengthecing competition and leveling the playing Seld for off sconomuc stakehcidens, imgroving
Bcoess 10 foane and land, and erduncing fiscal Srensparency 1o Tackie govemance snd commuption
<ot be esentisl 10 achivws suitsiced higher snd inchative private secior ded growth and
job creation,

SR DEBT SUSTAINABILITY

T4 Egypt's public deb is assessed 10 be sustainable, but not with high probability. Risks
have iIncreased from the impact of the shock on the domestic and evternal envisonment (Armes 1),
Egypn's hevel of public debt is Migh and gross financing needs are lege. Whille the lmpect on
coRnamc activity Fom he pandcmic has in d oy, scvired facton:  Induding the high shar
of domestic currency debt izsued locally and held by domestic Snancial institutions, setention of
credit ratings by major ratings sgencies with a stabie outiook since the crisis started, and sizeable
buffers coming into this orisis—bhelp mitigate theue ricks (Anses i) While the COVID-19 shock wil
eesult in higher pubiic debt than previoudly projected s 2010/20 and 2020/21, the primany saplus &
evpected 5 retum 10 2 percant of GDP from 2021722 and pubiic debt is projected 10 resurme &
Sowraward Yapcioey. The scahorities sow cogaizant of dedt rishs and agreed o the need to
lengthen maturities of ther treatury SRUances; 1 Ths conted, they are abeady exeduting & strately
10 lengthes the maturity structiure of domestic public debt which & beginning to demonstrate
reslts. The suthorities” favorable track record and comunitment 10 a strong policy Framewedt should
SUPPOrt @ okd rebound after the crisis, rendorcing investor confidence, and taciitating contirued
market access as fimandial market conditions normalize.

15 Dowmside risks 1o the outbook srise from the wnasiual uncertainty about the duratioen
and magnitude of the outhreak and the persistence of measures 1o contaln I I the (5 1ums
Ot 10 b more severs andfor longer e expected, e cutput Joss could be langer in 2020, with
sssocisted delnys 0 the fecovery and MACICEOONOMEC SabEZION. Thit could result in even Righer

=

-
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unempIoy e, eger pulbiic debe, lower growth, Tising Poventy and Dequalty. wset quakty souon
in the bamiong sector, and sodisl pressures. Further Sightening of global Raancial conditions pones
roflover and inienest rate risks,

S MODALITIES OF SUPPORT

16, Staff supports the suthorities’ request for a purchase under the RF1 of 100 percent of
quota (SDR 2.037.1 milien) 1o help Egypt meet its urgent BoP needs. Grven the signiticant
Balance of payments pressunes ariting from pressunes in the exsernal current and Financial SCoonrts,
there s an urgent financing need. Wikile mdrmum acoess under an RF will st leave a financing gap
0 20T9/20 and 2020721, the RF1 will serve as a Bridge whils alicwing the authorities 1o explone
options o Fil the remaining gap. The autharities have requasted Snarcing from & Stand-By
Arrarsgeenprs, 35 well a3 exploring possitie financing from cther muitatersl msitutions and official
ilatersd creditons. The suthorifies are pursiing polices that ire appropriste 1o sddwes P impact of
the virus and rermain commitied 10 3 STONG MaCroeconomic Imewort and sustsmed siructursl
fedore prglementation % suppOTt strong mediurm: serm growth. The propoted RFE purchass requine
Septionsl acoess &S the 2016 EFF has left Egypt close 1o s normal so0ess St (88 &322 percent of
quotsl. but based on availabie external debt chiigetons, Egypt meets the triteria for EA safeguands
for the full 100 percent of quota access under the RF (see Arsex 15 The suthorities are commetied 8
working Closely with the Fund in s offort 50 fenf salotions for & S0P S¥fcuities.

17, The proposed purchase under the RFI will be made svalable for igypt's BoP needs and
is intended to be on-lent for budget support. in this sagard, the Ministry of Fiance and the (88
wil agree to 2 Memorandum of Understanding that dlarfes the responsibilisies for timely senvicing
of the obigatices 16 the Fund, in sddtion, The sutharites ate committed to 3 fucal safeguards
review by the IUF, as required under the IMF's Safeguards Assmaments Policy, as the RF will lead 3o

Eceptional sccess 10 Fund resournces snd vwolve Budget support of more than 25 peroent of total
QUMUiathve 3CCess.

18 Capacity to repay the Fund under such s sccsss weould remain adeguate. The
Suthortties” commitment 10 sound Macroeconamic policies should faciitate Egyet's continued
TRet BCCRES, Wit an impreasive trick secord of fiscal comsobdation and publc Sebt reduction
under the 2016-19 EFF. Projectied Sebt 1arvice payments 1o the Fund would peak at .3 percers of
gross intewnational eserves and 5.1 percent of exponts.

19, As updated safegusrds srsesument of the CBE will be needed under the RF] purchase.
The update will sssess e status of cutitanding seforms staeening from the 2017 safegaarnds
AWPUTENL, INSUENG the enactment of the arwoded CBE Law and revamoing the certral Dank's
Bnancial reporting peactices 1o comply with Egyptian Accournting StandandeAFRS
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SN STAFF APPRAISAL

20, The COVID-19 thack has had @ significant and imvsediate negative Fngadt on the
Egyptian scononmy, ereating sm wrgent balance of payments need. Growth  projected 1o
sharply siow during 2019/20 snd 2020/2Y as & result of a halt s touriem, reduced reesttances. snd &
Siowdown i SSMmedne sctivty. A Rexble exchange rate a0d adeguate retervs provide a tgnficant
cathion 10 counter the shock, But the shock has nevertheless ceated an estimated external
Foancing gep of $14 billon dusing 2075/20 and 2030/21,

21, The authorities’ response measures have been comgrebensive. with a wide-ranging
package 10 contaln the health crisis and maintain macrosconomic stability. Tre v hode
sdditionsl sliocations 10 the heslthcare secton, an eaparsion of the cach trarafer socked programy, and
exnceptional support for The Mot severoly inpacted secton, partculady tourier and Bs relsted
sctivithes. The reduction in the CSE's policy rate has sunported domestic financiad markets.

22, Suff stressed that suppert measures must be timely, targeted, traniparent, and
temporary. focusing on the immediste health spending needs and protecting the most
sddress the pandemic, suppoet the poor, and the peaple and businesses directly impactad by the
crinis, Thie sxchangs t1ate shondd be sllowed 1o move flruitily with two-way movements seflecting
mnarket demand and supply, with intersention Brited 10 address dsorderly condiions. The C8§
should also continus 10 monitor basking sector conditions closely. Once recovery & undernwary, the
temnporary policies Should Be reversed, with fiscal policy resuming a peireary surphos target of 2
pevcent of GDP and Sowsrswird tragectony of publc dedt. Pausing funiee poiicy fate &uts would be
ppropriate uwntil the sngact of the aiready lange monetary stimulus becomes cearer. Transpanency
and accountabdity to seduce that the emergency funds se uted foe el intended purposes s
crucial The suthores should also soon resume thedle efforts 9o broaden structursd reforms 10
SUPPOTE Private sector development 1o achieve Rirong and inckisive medium-teerm growth and job
creation,

3 Stafl supports the proposed purchase under the RFL Egupt reets the qualficetion
regpeirerents for the AFL s debt b susteinubie with confivmed Song pobcy brgpdemenrcation, sod
ZHPACEY 1 repy the Fusd rermaing sdeguate
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Proposed Decision

The foliowing decision, which may be adopted by a majority of votes cast, is propased for adoption
by the Executive Board

1 The Arab Republic of Egypt has requested & purchase in an amount equivalent 16 SOR

2037.1 milian (100 percent of quota) under the Rapid Financing Instrament.

Z The Fund notes the intentions of the Arab Republic of Egypt set forth in the letter from the
Governor of the Central Bank of Egypt and the Minister of Finance, dated May 4, 2020 and

sppeoves the purchase i accordance with the request.

3 The Fund waives the Bmitation i Article V., Section J(biGIT.
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Tabie 2a. Egypt: Balance of Payments, 2017/18-2024/25
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Yable 2b. Egypr: Salance of Payments, 2017/18-2024/25%

{in pencent of GOP, unless otherwise indicated)
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Tabls 30 Egypt Budget Sector Operstions, 2017/18-2024/25 1/
i biions of Egyptian pounds, urisss otherwise indicated)
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Table 3b. Egypt Budget Sector Cperations, 2017/18-2024725 V/
{in paecent of GOF}
BN A AW RN JRURE NS MRWM M
" . Lo T ... VO WO .. 3
Pop e ol ey " wr " us AL T "we e i
T e 22 ms " wr "e "y b1
WO e e R " “ L 33 4« L2 & L3
e 1 " " i s 0 » 19
Corgmienae iviiese tne 22 £ 10 i ! 14 w B "
e L F 2 e (3] & ar or oy &
Ot 1 5 s 3 5 P33 23 P
L aaied L¥ 3 ‘e Lt 12 "w " 13 it
R R " LX) a3 - . e £ 5
O i @ as tu L0 el LY - «h
AT e ek ey ar “» " - . “ 3 “
e e a3 “ " o« as os or ar 2
R et Lo 4 as G e o s E
A Sas e -~ £ -y £ S L8] L] o L L
L e wdes weew as ) L o oy a3 =3 133
i o . L2l - - - - -“x -
OF sk mtwemt womw ay L L) a0 .0 £ *n [ 2] )
L L) o~ L2 0 13 £ 23 o2
gt ey me nr ne s M e e .
et bt e emee se R o3 o o o3 " *" 28
e W b e e - - “ L% i 1] “ £ % kS
TSy o gmie el e ir 3 L2 w0 w pL " " L)
- " ”»s 2] as ™ .y “r “t
s - e L . Re > . .z L]
g &y L L) os as o @ a8 "
R T R P S . L 2 2 £ % ar 4 “
R e i L s as L) . .
OF e ity ¥ L] % aa fe 1) e ]
Pl wbvnden 3/ " " " “y e L 2 pA
Dy by 58 ' = LS ar " 0 . 5
O L ] 1w i L5 LE " 1 RS ]
s Ly 15 “w w ¥ L L% o
Tl bataren 43 *s A% 4 AS o A Rt
R »r a4 AN . Ar -<r “r Rt
A ] L 2 - L3} " L+ ar ar al
e 3 " L2 - i ] - “ “w
e " " 2 . " | P “» 0
e LE 3 A% a9y L % L L) o ar L 3 -
PO s e sa . a1 ai s o
e T cT o " “w 0 83 ca w
Wt kg S
e e L " s i w W = £
R e 23 oy L] o - o8 o
Caenn heshgens e e L oF ] wr s -. L] = L) “ws
e esd (SR WP b s an UM e s el wary  aMa
R I e s
B e e N e I L SR
20T MO PXIIIE LA e 03 S e
A T iy S Wor 201 UL anchucitn Te WONO-Tat3anom of T (I Sec & v (Quesent soumdn
aoe e sdtvanien, 6 S A P e be B bt KL vt WA ety
TS 9N ey ST A L S G IO Y ) TvTe D) Lo M e A
B e e T I e el e
& Sl prowenoans te LTV T we peateeteay Sassome dheommnn g orageng @ aepone e e OO 8 atexch




|

BURSTET

RV

esiSl gl 8 €0 aaadl —

A

YeVo

Yy

ARAB BEPUBLUC OF 8GYPT

Table 4. Egypt: General Government Operations, 2017/18-2024/25 1/
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Table 6. Egypt: Mooetacy Survey, 2017/18-2024/25
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Table 7a. Egypt: Summary of Nationasl Accounts, 2017/18-2024/25
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Table 7h. Egypt: Summary of National Accounts, 2017/18-2024/25
(in peccent of GOP}
WS 2N 9120 Mt BNRE T AN MY
Progechons
Gy precaen of rosTeed GOy

GOW st i goice Wae  W00e  WEs  Wed WOO  Wes WO e
Detwvutrt b deviubend labaos DB0cH 1mas w08z = N e Bk g 1046 a8 A
Privase e u0s "w? L 24 E & or "0 ;M
P ”ws "ne we e e "% % %y
Conmumpion s ©a o5 “s " 4t 5% e
Private 854 anr ”ns ™ na n s TaR
Pubis ad >y B L 32 L] e L XY a4
POy wr ”s W »n0 1wy 2008 Pt aa
Grons Sned Capant hoeation w3 17"se L L] 200 pL b 03 08 2
Privets £ "3 w0 w7y o ns e 138
Pl - 82 iy L > a2 ( 2} £ £3 as

Mot eapearts Of GOOIE s varvicas -1as 3 A 42 A8 ‘e “n ¥
apors of goods and sendoes mws ”s ns » wne " w3 wa
WGt OF QRODE ANt Lerviors 294 257 M2 18 L =196 12 E 2k
Net feciie moome 25 A8 - 40 A0 38 38 3.5
Mot rerwitencet relow s ar L% ] L8] &0 i £ ¥ 2 L %4
Mot ofical wecs ety [ 8] 2% o ot at o L 3] ot
Grons Ranonal Dieposatite nooome was L wel w2 s wea oy wes
MNanorsd saAngs "3 43 a8 Ha 164 175 tae s
Fravane s w2 i 4 "y "l a4 a4 R ¥
Wt -0 e AL 4 18 as ®0 28
i B R i e A R 34 -6 A3 A6 T 24 25 28
Privane Rl 3 *r a9 E 8] 3 s 0 53
Pl 182 -39 %3 -1y 998 0 &% RAJ
SO 91 factor cont RO WOO  Wae W0 Wae WOU Was 1ae
Agricunae "s 114 "Wy " "na 08 L as
Comstrason i 62 &2 5 &7 b4 &1 i
vy WH OME O Ma O ME M7 NG NS NS

ST s “52 LEE o 448 i a4 oy

Gerer 8f gowetryrent T4 L] L% 9 &y L5 4 AS
Sume Canal 22 in 1. 0 is LS 18 ir

=

K f
!N o ,‘;‘n !



Yv

YoXe s ,naSi Jgl 8 €0 2amll — daan )l 50 5l

ARABR BEPUBLIC OF £GYHT

Table 8. Egypt: Medium- Term Macroeconomic Framework, 2017/18-2024/25
{in percent of GDP, uniess otherwise indicated)
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fEnd-Jurwy uniess othecwise indicated)

Tuble 9. Egypt: Financial Soundness lndicators of the Banidng System
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Table 10. Egypt: Capacity to Repay the Fund, 2018/17-2023724 17 2/
AT e -ﬁ.m_mw
o wa wr o A - WA LIRS IS MR
- - - L . - AR R e
L rwgen e e e " e nwae e L o e any Ny
e R "e e I s i) Ly LI A A
skl ER — s I as .2 . 33 Ll * “r
P h e St s s - 2 - L] . “” t1 &
P o i . 1 LE . e -5 o s -
Sew o g LY ) s g " " s L "
R N Sanalng
A -, GO MM WA MR AT AR e e
B Y e R Rl a s tadis vAmer . A e
R e I o " e i "a L1] - el “ar .
e S s “r s ey s man R e e EEXY
B e e *" " s e L -s " " "e
Maens winbane A
Lt o pins st e S Wiue wbhee e WS MR s AU el o
e e e LA it BLrtS wRdde  THASWE WDeAR) eLate RSl sRREAY YR
Ry U odicm e et A e b AGWE  AE TP SR RS BNRS ANEE RETE RS
g i 8 L g S et La8e AR 1} LA ey R LANN 5 AR L] AR L
s B s T 4 - “aoe Bt L. W s s w TS
e 8 e e
v - iy | e -
E Ay s
;“w&wbuﬂtm“n.-.‘




Yo¥e s el Jgl 8 €0 22l — e )l 33y 52l .

ARAE REPUBIC OF EGYPT
Table 11. fgypt External Financing Requirements and Sources, 2017/18-2024/25
(i bitlons of USS, uniess ciherwise ndicated)
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Annex |. Assessment of Exceptional Access Criteria

mwuwmuuwmm

Criterion 1--The member is experiancing or has the potential iy experience exceptional batance of
payments pressures on e curment oorount or the copital accoust netulting in o need for Fund
finamcing thot conmet be met within the normol limits

Egypt & facing exceptional balance of payments pressures arking from COVID 19 refated
Ssruptions ta tourium, remittances and capitsl Bows, with an estimated financing gap of

$14 bilion. Given that Tgypt alirmost fully utitized its normal access under the 2016 EFF and

SDR 8.6 bilion (or 422 percent of quots) is outstanding, access to measningful financing under an
RFY will requive exceptionsl access.

Criterion 2-- A rigovous ond systernatic onolysis indicates that there & o Mgh probability that the
members public debt s sistoinabie in the medium term Where the memder's debd it astectad 1o be
wnsustoinobie ex ante, excegtional occess will ondy be mode ovailabie where the finoncing being
provided from sources other than the Fund restoves debt sustoinability with o high probability
Where the member's debt it considered sustoinable but not with a high probebility. exceptional
ocoess would be justified If inancing provided from sources other thar the Fund, oithough i may
not restore sustinatility with high probotaity. improves dedd sustoinabilily and sufficiently
enbhances the sofeguards for Fund resources.

Valnerabilities arise from the elevated level of public debt (875 percent of GDP projected at the
a0t of 2015/20). gross financing needs (37 percent of GOPL and the impact on econoenic activity
Ercars the COVID-19 pandemic. While the COVID-19 shock will resulit in higher public delt than
previously projected in 2019720 and 2020721, the primary surplus is expected 10 return to
2 percent of GOP from 2021722 and public debt & projected 10 resume its dowrsward trajectony.
The authorities ae cognizamt of debt rivks and
e oXecAIng & STATEGY 10 lengthen matisitet T g+ P
on the lange stock of treasury bills, wivich s
beginning 1o demonsirate resuits. Reflecting the
stit-high debt and GFN levels, sta¥f assesses
public debt to be sustainable, but not with high
probabily. Howeser, ceverst factoss incloding
the highs ihare of domestic currency debt iswwed
focally and held by domestic inancis!
instituticns, retention of credit ratings by major W WS e WS S W s mee
ratings sgencies with » stable outiook since the ... M s S D, et e AN ..o
COVID crigin, and sizeable buffers coming into this crisis halp mitigate the sisks. Delbrt risks have
recently mcredned due 10 the wortening domestic and externsi environment. Egypt mantained
favorable market access prior 15 the pandemic—modt recently ssuing Eurcbonds ot 4, 12, and
Q-yovmmhshmtot’ Wmd&nthhmofmn ~Fund eaxternal debe

. - otures indude the stock of Ewrobonds

B

csvstsbaneid
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{about $20 billon alter the Novernber 2019 ssuance), for which the Erst maturity is in 2022, and
deposits 31 the CBE held by three officis! bilatera! creditors (lotaling about $17 billlon). The low
share of FX debt is a mitigating factor 1o external Srancing risks,

Critevion 3 The member has prospects of goining or regaining occess 1o private capitol markets
within o timeframe ond on o scole that would enable the rember 10 rmeet its obligetions falling due
to the Fund.

Egypt regained market access Quicidly foliowing
the 2016 crigis with total issusnces of sbout Egypa: furobond ksuances

$21 bilion during 2017-19, Egypt maintained 1o Dion dollars: calmndar yeursy

favorable market access prior to the pendemic | PR I

and & expected to regain acoess to capital
markets as fimancial market conditions begin 1o | l
w0

L

narmalice. Spreads have risen for Egypt, but

rernain lower than some other comparable )
emerging markets, reflecting a broader sell-off ‘
across emerging and frontier marikets., Thus, e
 thve Nigher spreads pre ndicative of & general.
not Egypt-specific, concem that should urwind with the current crisis 5o long as strong policies
are maimained. Close engagement with the Fund—including i the context of the reguested
SBA-would help srsure maintenance of 3 strong policy frarmework 10 SUppot a solid rebound
after the orisls, which should reinforce investor confidence and assure market acoess at a level
asdequate for Egypt to meet its Fund obligations.

Criterion 4-—The policy program provides o reasonably strong prospect of success, including not
only the member’s odjustrnent plons but olic iy irdeitutional and politicol copacity to deliver thot
odiustment.

The authoities’ strong progran cwnership and track record of mplementaticn under the
201619 TFF was criticsl in stabiising the sconanmy, establishing credibility, and restoring
confidence. The authorities' steadfast commitrment o policies needed 10 SUpport macroeconomic
stability amdd mare inclusive groweh, including further progress on stracturgl reforms, hag bHeen
reinforced at the highest poiitical level The authorites intend to pursue all necessary policies o
alleviate the BOP pressunes while avoiding measures of policies that may compound these
difficulties. Institution building to support strong policy framewarks is ongoing, induding through
capacity development support from the IMF. The government appears 1o have brosd supporn to
Wmmmcmmdmwumh.wqm
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Annex Ii. Public and External Debt Sustainability Analysis

The Debt Sustoinobility Anolysis indicotes that Egypc's debit remaing sustoinoble; ot not with o high
probobility. Under the baseline scenania, debt is profected 1o increase in 2015/20 ond 2020/21 ond then
resume its downward trajectovy 1o 75 pavcent of GOP by 2024/25. The main risks ove @ move prolonged
and severe impoct of the Covid-19, o sustained increase in interest rates due to tightening of global
finascial conditions, ond @ less ambitious fiscal consedication poth. Contingent labdities anising from
extending their moturities and intend to extend them further, Ower the medium termy, sustolned fiscol
consolidation in combination with structural reforms to boast growth is mweded 1o put Egypt’s debt on o
steady deciining poth.

Baseline Scenario

1. The baseline projections assume a temporary two-quarter thock to growth that spills
from FY19/20 into FY20/21. Read GDP growth is expected to deciine from an average of 5% percent
of GD® in 2007718 and 2018/19 to 2 pevcent in 2019/20 (after recording 5.6 percent in THIH20) and
10 2.8 percent i 2020/21. Growth is projected 10 recover 1o 5% percent over the medivim term.
Average inflation s expected to increase from about § percent in FYT19/20 to 9 percent in 20/21 and
decline to 7 percent in the mediven termn. Effective interest rates on ganers! governument debt are
prajected 1o decline, reflecting the dacling in inflation forecasts

2. As discussed in past published IMF staff reports under the EFF, Egypt's debt has been
assessed to be sustainable but is subject to significant risks. Desplie the sharp downwarnd trend
since 2016/17, the debt-10-GDP ratio rernaing above the benchmark of 70 parcent of GOP for
emerging markets. The Covid- 19 crisis has exacerbated debit as growth has significantly slowed and
fiscal deficits are projected 1o be highet. As 3 result, and given the temporary nature of the shock,
genoral govermment debt is projected 1o increase from 84 peroent of GOP in FYTE/19 10 sbout

91 percart of GDP in FY20V21, and decioe therualter 1o 75 percent of GOP in 202425, Over the
mediuem term, primary surpluses and sustsined high growth will restore the debt-50-GOP ratio 1o &
firen downward trajectory o reach TS percert of GOP in FY24728

3. The baseline debt projections are subject to significant risks but alse accompanied by a
number of mitigating factors. As noted, risks arse fom the Ngh debt level relative 1o the
benchmark a5 well as high gross financing needs »t above 30 percent of GOP compared to the

15 percent of GDP benchenark. Spreads have increased recently from their pre-Covid-19 level of
about 465 basis points 1o above the high risk benchmark of 600 basis points reflecting the global
risk-off sentiment (rather than an Egypt-specific shock), thus changing the risk for the "market
perception” indicator from moderate 1o high.' Rigk stememing from the change in the “share of

! The pre Cowd- 19 spread sefect 29 sverage EMBSG sorvadt for Loypt i Pebruary 2030
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short-terrm delnt” are high but risks %o debn
sustanabiiity are allasted as a large shave of
participants in the locs] treasury security market ’
are domestic Sinanclal institutions {see text chart).
Maorsorver, the risk stemming from “debt held by
non-residents” anvd from “debit denceninated in
foreign cumency” is maderate as the indicstors s
26 peccent and 28 percent, respectively, which is
above the benchrmark levels for emerging marets

but well Below the high risk benchmark levets of Ao ————— |
45 and 60 In addition, the authorities have already | seavtomehm wipmosimemnomee ]
begun to estend maturities and are planning to extend maturities Sarther.

A cine T- 858 iakien

|
i
E
¢ |
!
!

ek s RNt d

Reatism of Baseline Assumptions

- 118 CUIrment TOPSCasts anNtall NOHer THan USUSE UNoarTanty, ¥ast Torecasts oF macro-
BCONGMIC variables Bave boen mined. The median forecast emor was -0.1 percent for growth, 1.2
percaet for inflation, and -1.3 percent for the primary balance during 2008-2016, implsing an
optimistic blas, However, part of the bias is sttributed 10 the exeptional valatiity of the sample
pericd, which inchudes the global financial crisis and two politicsl transiticns (2011 and 2013}, While in
e last bwo years, 1he forecast errors for GDP Buve narnrowed, tThe cument forecasts are subject 1o
Righar than ususl uncenamty given the Uncertasinty sbout the mpact of Covid-19.

5. Additional ritks stem from tighter global financial conditions, lower primary surpbus,
and matedalzation of contingent liabilities. Tighter globul francisl conditions could lesd 1o an
InCrease in interest rates wivereby debit could deviate from the projectind debt path. A Ngher than
projected impact of the Covid- 19 on revenues or spending pressures could lowsr the primary bslance
ansd increase debt compared 10 the baselinwe scenano, Contingent Rebdities could arice from & call on
GOvernEmant guscanteed debt,

Alvernative Scenarios and Stress Test

6. Deabt suntainability worsens under the historical and prienary balance shock scenario.
WVWith growtis amd the prismasy Dalance remsining 81 thew last 10 yesr swersges, the debt 1o CDP ratio
would increase 1o 98 percent of GOP in 2024/25, while gross faancing needs would increase 10 about
58 percent of GDP in 2024/25. Alternatively, & scenaria with as urchanged growth forecast but a
temporary revision of the enwvisaged fiscal consolidation of primary surpluses by sbowt 1 percent of
GDP would imply a debt-10-GOP ratio of 89 percent in 2021/22 compared with 86 percent of GDP in
the baseline.

r The pubdic debt trajectory is vulnerable to macroeconomic shocks and risks from
contingent llabdtities:
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s Under a growth thock whers GOP growth is 1.2 percentage points lower {one stendard deviation)
and inflation is 0.3 percentage poind lower compared 10 the baseline i 2019/20 and 2020/21, debt
would decline to 78 percent of GOF over the mediaam term compared 83 75 percent in the baselive.

= A reol inderest rote shock with an increase of the interest rate by about 350 basis points over the
progection period, increases debt by around 3 percentage point of GOP to 78 percent of GOP over the
roadium term compared 1o the baseline.

* Alange real exchange rote shock with & hundred percent depreciation of the Egyptian pound will

increase debt in the nest year by 6 percentage points of GDP and 79 percent of GOF over the
medium teem,

* A combined mocro-fiscol shock with lower growth snd & looser fiscal stance 2ould weaken debi
dynamics sigaificantly, A temporary growth shortfall of 1.2 percentage points for Swo years, a looser
Fiecsl etnrncn by aboot 1 percentage poinks over twe years, and about 140 percemt of nominal sachange
e deprecistion increases debt ta 100 percent of GOP in the following year compared 10 91 percent
of GDP under the baseling, Over the medium- term, debit would remain about 11 percentage point of
GOP higher than under the baseline.

»  Materializing of contingent Sobilties or a coll ca governmernt guarantees from state-owred
enterpoises are another patential source of wainerabiity. A customized shock scenanio, in which a
contingent Sability of 10 percent of GDP materalizes, leading to a deterioration of the primary
balance, higher interest rates and temporsry Sdverss impacts on othes Macro-econamic variables,

would increase debt-10-GDP ratio o 103 percent of GODF in 2020721 compared to 91 percent in the
baseline.

% The most severe shock combines the macro-fiscal shock with @ materioliration of o contimgent
Hiobdity. in this case, debit-10-GOP ratlo will Increase in the nest year 10 110 percent of GDP, Over the
medivm-term Sebit would decline 1o around 94 percent of GOP instead of 75 percent of GOP in the
baseline and gross financing needs would be 49 percent of GOP,

External Debt

7. External debt is expected 1o peak at about 35 percent of GOP in 2021 and dedine
thereafter. The standard shock scenanios suggest that exbemal debt would remnain near or below
their cumrent levels in the medium term. As with public debt, 2 sgnificant porticn of external debe is
scheduled 1o mature in the next years, in part reflecting the maturity of large deposits of several Gulf
Cocperation Councd members at the CSE. Cognizant of the need 1o extend matiarities on extenal
delit, the suthorities’ have approached these creditons with & view 1o rolling them over at longer
maturities and have aslready rofled over ${2] billion of the ${13.4] billion that & scheduled to mature
duriing FY2019/20 and FY2020/21.
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Figure 1. Egypt: Public Sector Debt Sustainability Anelysis - Baseline Scenario
{in percemt of GOV, unless atherwise indicated)
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Figure 2. Tgypt: Public DSA - Compasition of Public Debt and Alternative Scenarios

S WM S NN O NT AW X NS e

Alteenative Scenarion

ama——— 4 [y « e Congmer Pvemary Retence
Lrana Pyl Pubbe Dedt Pute Groze Piname g Newds
W percwet of GOPY & parcent of G
(8. »

\—“"“I-v
. .\\‘.“‘“ - B R - o

——/‘V
- o
- »
» hd
s SR i e

°

*
MY WY N W ER B e B

1on pewcnd

R N mihgsnd . SO
A Y o ra . <ce a -r -3 T AT e Ed e Ead aw
e s w s £ S » b R s " s s " it
P R s 5 £ L b n A L L e ey s 12 ] L E A% ¥ ]
R i R ) "y - - LA L 2 a2 R R il ey e L2 - . ALl
W GO g s i e L1 3 ax "
Raand - ¥ - ar ™m o
Ty D Ll t et w X i
R wy we Lo L * -

ey < P aacy o o Ml £ 5 S 0 M

Sonsnn S et

g




YoXe u ek gl 8 €0 2amll — doan )l 30 2l

YA

ARAR REPBLC OF 9GYPY

I cerean l A ® e gy
Ny ot Srecms e g Aeow -
b —— "e
o -
¥
.
* .
* - .
2
2
* S ——"
e revebee “.'.IA

~-'.:‘1=P--7~ --amm:rn—_a—.

Brverseng et Resknrs 3 Progen tud b s Adunt vierrt Bowmm Bust Ardpin ©
B Vo S b Sear Beange Lo o Lty Sy g r——
[P e Sty St :—:
v Pty
- Ty s Y ] - .
e | e e § et S m ———— -
e —'_..._L.__‘ & - PSP —— .
. . ¥ Mot appivaiie o haypt
.- * ~e
. H -
< i N
. | f..lf.- {) ¥ AL i & o ) —
JrFves-saaswne " gyerymecnenu= BN AR B R W e e e e
S
e v s o e o e
- ™~ -

T B L — — —
-




v4q Y-\'~a.'\m_),\_,35‘d_,‘uéi~ 2dall — e Hll 3y jall

ARAR BEPUSLUC OF 15w

A Sk b

Figure 1. Sgypt: Public OSA Risk Assessment
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Figure 6. gypt External Debt Sustainability Framewerk, 2015-2025
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Appendix I. Latter of Intent

Washington, D.C.
Dear Ms. Georgievs,

1. The COVID-19 cutbreak has afected the Egyptian econormy in multiple ways and has
necessitsted a quick and decisive responie. The Government of Egypt has made significant progress S
in supanding laboratory testing, conducting sanitation operations, setting up hospitals for treatment
a5 well a5 for quarantine, building personal protective equiprent reserves. and developing s disease
surveiiiance system, including the ue of mobile spplications for contact trading. in sddtion, seversl
precautionary measuces have boen pat in place %0 contain the spread vis social dstancing, including
imposing a rghttime ourfew. sliowing and encouraging working o home. requesting physical
presence of essential workers oy st all government entities, canceling all public gatherings. tosure
of 8 schools and univeriities s well a2 historical sites and places of worship, and halting
intevrational flights. The combination of these domestic measures, the Globe! slowdowrn, snd
firancial madket turmoil have significantly affected economic growehy the effect is further
compounded by capitsl cutfiows, the compiete halt in tourism, reduced remittances, and slower

2 Tha Bafters that Egypt built over the past few years by implementing our stromg home-
Growm scononmec refoem progesm have significantly improved our ablity to deal with exogencus
shocks. Neverthelns, the unprecederted magnitude of the ongaing health crisis and A economic
faliout have led to & balance of payments gap.

E N To suppont Eqype mawt the imenediate external and fucal financing needs and to saleguard
the Significant Macroeconamic gaing schivved over the past three yoars, we request a purchase »
under the Rapid Financing Instrurmest (RFD) in the amount equivalent 10 the maianum allowed 100
persent of Egypt’s guota This repid dabursernent would Frelp alieviate some of the st pressing
feancing needs, including in heaith, social protection, and suppoing the most impacted sectors
and the most wilnersbie groups. At the same thine, we intend 1o sngage with the IMF staf¥ on 5
follow-up Stand- by Arrangement (SBA) 10 SUPPOTt Qur 0NQOING SffOMS 1 MANENR MBCTOBCONMIC
Stability induding through a balanced potcy framewori, and to ssfegusrd the hard-won sconomic
S i stability of the past three years. These efforts will place us on & strong footing for a robust and
T speedy recovery once the health crisis is behind ux it will enable and facilitate the scceleration of
A our structural reform agenda simed at higher inclusive and sustinable private sector-led growth
and job crestion in Egypt.
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obyective of lengthening the maturity of our domestic debit, incduding by roliing over dett owed 1
the central bank over longer maturities and at market rates.

7. The Central Bank of Egypt (CBE) has also taken decisive measured, including cutting the
policy interest rate by 300bps in March 2000, 10 SUpPOrt aconomic activity and alleviate Squidity
pressures in domestic financial markets. Repayments under existing oredit facifities for afl customers
were postponed for six months, and the preferential interest rate on loans to industry, towrism,
agriculture, and housing for middie-class farmilies granted under the CBE-supported lending
schemes was reduced from 10 to 8 percent. The CBE announced an EGP20 billlos stock-purchase
program to support share peices. The CBE has temporaniy limited cash withdrawals and degosits on
£GP, and two state banks have ssusd ane-year high-yield {15 percent) local currency deposit
certificates. in other measures, the limits for mobde payments were raised sevoralfokd, a new debt
refief initiative was Btroduced for individuals with overdue payments on debts under EGP1 milion #
customers make a 50 percert payrment 10 settie their debts with banks and aliow them to reenter
the banking sector and participate in economic activity. in addiion, the cedit registry rule has been
AT LRt e DRICAIST TOT TOTPOTSTES NG T NEgEtiee 1T 207 MCHIITUAES 3G GeCreasing
the disciosure period of historical data (after repayrrent) on the non-performing cients.

8 To safeguard monetary and financial stability, the CBE witl roll back these measures when
condtions aliow, in particular, the CBE stands ready 15 tighten ¥ inflationary pressures were to
appesr, and commits 1o roll back all the new initiatives introduced to reduce the burden of the crisis,
The CBE remains committed 1o maintaining exchange rate flexibiity to heip absorb exogenous
shocks while containing deorderly market conditions. We still expect the enactment of the new
Contral Barik and Banking Sector Act as so0n a5 possibile,

9 We intend 1o comtinue our dose dialogue with the IMF %6 sddress Egypt's balance of
payment needs in a sustainable manner and 1o implerment & 1t of $trong Macrosconomic and
structural policies that will strengthen stabiity and ensure speedy and robust recovery to be
supported by & prospective SBA. We are 350 reaching out 10 other international institutions
Including the World Bank and African Development Bank, and bilstersl partrers for additional
financial suppart to meet our balance of payments and fiscal needs. Furthermore, we intend to
comtinue cur reform plans to enfunce the business environment, foster competition, and strengthen
the role of the private sector. We will complly with the provisions of IME"s Articles of Agroement,
INCluding by Not IMposing any restricticns on the maling of Dayrments and trancfers for internatioemal
transactions, trade restrictions for balance of payments purpotes, or multiple Currency Practices, oe
entering into bilateral payments agreements which are inconsistent with Asticle VIl of the IMF's
Articles of Agreement,

10 We request that the purchass under the RFY sirmed at addressing the inumediate balsscs of
payrents needs be made available 10 the budget. in line with the safeguards poficy, we will agree
on & memorandum of understanding between the Ministry of Finance and the Central Bark of Egypt
on thelr respective respornsibilities for sefvicing the related financial obligations to the IMF, in line
with the IMFs safeguards policy. the CBE also agrees to undergo an update of the safeguards
assessment, provide IMF stafl with the most recent central bank's external sudit reports, and
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authorize the sxternal audinnrs to hold discussions IMF stafl, Ao in line with IMF policies. we aiso
commit 10 requesting a fiscal safeguarnds sssessment given that RFI fmancing will entail esceptional
SCCess 10 IMF resources and will be used for budgetary spending. Steps e underway to Snalize and
publish the financial sudit of the cestral Bank for FY2019,

n. We authorize the IMF 1o publish this letter of intent and the staff report for the request Tor
disbursernent under the RFL

Sincerely yours,
~ s
Yarek Amer Mohamed Maait
Governoes of the Cestral Band of Faups b ctar nf Linance

Arab Repubic of Egypt




